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effective at the time such commitment
is made.

(c) Loan means any extension of, or
commitment to extend, credit author-
ized under the Act whether it results
from direct negotiations between a
lender and a borrower or is purchased
from or discounted for another lender,
including participation interests. The
term ‘‘loan’’ includes loans outstand-
ing, obligated but undisbursed commit-
ments, contracts of sale, notes receiv-
able, other similar obligations, guaran-
tees, and lease financing. An institu-
tion ‘‘makes a loan’’ when it enters
into a commitment to lend, advances
new funds, substitutes a different bor-
rower for a borrower who is released, or
where any other person’s liability is
added to the outstanding loan or com-
mitment.

(d) Primary liability means an obliga-
tion to repay that is not conditioned
upon an unsuccessful prior demand on
another party.

(e) Secondary liability means an obli-
gation to repay that only arises after
an unsuccessful demand on another
party.

§ 614.4351 Computation of lending
limit base.

(a) Lending limit base. An institution’s
lending limit base is composed of the
permanent capital of the institution,
as defined in § 615.5201(j) of this chap-
ter, with adjustments provided for in
§ 615.5210(d), (e)(1), (e)(2), (e)(3), (e)(4),
and (e)(6) of this chapter, and with the
following further adjustments:

(1) Where one institution invests in
another institution in connection with
the sale of a loan participation inter-
est, the amount of investment in the
institution purchasing this participa-
tion interest that is owned by the in-
stitution originating the loan shall be
counted in the lending limit base of the
originating institution and shall not be
counted in the lending limit base of the
purchasing institution.

(2) Stock protected under section
4.9A of the Act may be included in the
lending limit base until January 1,
1998.

(b) Timing of calculation. The lending
limit base will be calculated on a

monthly basis as of the preceding
month end.

[58 FR 40321, July 28, 1993, as amended at 59
FR 37403, July 22, 1994]

§ 614.4352 Farm Credit Banks and ag-
ricultural credit banks.

(a) Farm Credit Banks. No Farm Cred-
it Bank may make or discount a loan
to a borrower, if the consolidated
amount of all loans outstanding and
undisbursed commitments to that bor-
rower exceed 25 percent of the bank’s
lending limit base.

(b) Agricultural credit banks. (1) No ag-
ricultural credit bank may make or
discount a loan to a borrower under the
authority of title I of the Act, if the
consolidated amount of all loans out-
standing and undisbursed commit-
ments to that borrower exceeds 25 per-
cent of the bank’s lending limit base.

(2) No agricultural credit bank may
make or discount a loan to a borrower
under the authority of title III of the
Act, if the consolidated amount of all
loans outstanding and undisbursed
commitments to that borrower exceeds
the lending limits prescribed in
§ 614.4355 of this subpart.

§ 614.4353 Direct lender associations.
No association may make a loan to a

borrower, if the consolidated amount of
all loans outstanding and undisbursed
commitments to that borrower exceeds
25 percent of the association’s lending
limit base.

§ 614.4354 Federal land bank associa-
tions.

No Federal land bank association
may assume endorsement liability on
any loan if the total amount of the as-
sociation’s endorsement liability on
loans outstanding and undisbursed
commitments to that borrower would
exceed 25 percent of the association’s
lending limit base.

§ 614.4355 Banks for cooperatives.
No bank for cooperatives may make

a loan if the consolidated amount of all
loans outstanding and undisbursed
commitments to that borrower exceeds
the following percentages of the lend-
ing limit base of the bank:

(a) Basic lending limit. (1) Term loans
to eligible cooperatives: 25 percent.
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(2) Term loans to foreign and domes-
tic parties: 10 percent.

(3) Lease loans qualifying under
§ 614.4020(a)(3) and applying to the les-
see: 25 percent.

(4) Standby letters of credit qualify-
ing under § 614.4810: 35 percent.

(5) Guarantees qualifying under
§ 614.4800: 35 percent.

(6) Seasonal loans exclusive of com-
modity loans qualifying under
§ 614.4231: 35 percent.

(7) Foreign trade receivables qualify-
ing under § 614.4700: 50 percent.

(8) Bankers’ acceptances held quali-
fying under § 614.4710 and commodity
loans qualifying under § 614.4231: 50 per-
cent.

(9) Export and import letters of cred-
it qualifying under § 614.4321: 50 per-
cent.

(b) Total lending limit. (1) The sum of
term and seasonal loans exclusive of
commodity loans qualifying under
§ 614.4231: 35 percent.

(2) The sum of paragraphs (a)(1)
through (a)(9) of this section: 50 per-
cent.

[58 FR 40321, July 28, 1993, as amended at 62
FR 51015, Sept. 30, 1997]

§ 614.4356 Banks for cooperatives look-
through notes.

Where a bank for cooperatives makes
a loan to an eligible borrower that is
secured by notes of individuals or busi-
ness entities, the basic lending limits
provided in § 614.4355 may be applied to
each original notemaker rather than to
the loan to the eligible borrower, if:

(a) Each note is current and carries a
full recourse endorsement or uncondi-
tional guarantee by the borrower;

(b) The bank determines the finan-
cial condition, repayment capacity,
and other credit factors of the loan to
the original maker reasonably justify
the credit granted by the endorser; and

(c) The loans are fully supported by
documented loan files, which include,
at a minimum:

(1) A credit report supporting the
bank’s finding that the financial condi-
tion, repayment capacity, and other
factors of the maker of the notes being
pledged justify the credit extended by
the bank and/or endorser;

(2) A certification by a bank officer
designated for that purpose by the loan

or executive committee that the finan-
cial responsibility of the original
notemaker has been evaluated by the
loan committee and the bank is relying
primarily on each such maker for the
payment of the obligation; and

(3) Other credit information normally
required of a borrower when making
and administering a loan.

§ 614.4357 Computation of obligations.

(a) Inclusions. The computation of
total loans to each borrower for the
purpose of computing their lending
limit shall include:

(1) The total unpaid principal of all
loans and the total amount of
undisbursed commitments except as
excluded by paragraph (b) of this sec-
tion. This amount shall include loans
that have been charged off on the
books of the institution in whole or in
part but have not been collected, ex-
cept to the extent that such amounts
are not legally collectible;

(2) Purchased interests in loans, in-
cluding participation interests, to the
extent of the amount of the purchased
interest, including any undisbursed
commitment;

(3) Loans attributed to a borrower in
accordance with § 614.4358.

(b) Exclusions. The following loans
when adequately documented in the
loan file, may be excluded from loans
to a borrower subject to the lending
limit:

(1) Any loan or portion of a loan that
carries a full faith and credit perform-
ance guaranty or surety of any depart-
ment, agency, bureau, board, commis-
sion, or establishment of the United
States government, provided there is
no evidence to suggest that the guar-
anty has become unenforceable and the
institution can demonstrate that it is
in compliance with the terms and con-
ditions of the guaranty.

(2) Any loan or portion of a loan
guaranteed by a Farm Credit System
institution, pursuant to the provisions
of § 614.4345 on guaranty agreements.
This exclusion does not apply to the in-
stitution providing the guaranty.

(3) Any loan or portion of a loan that
is secured by bonds, notes, certificates
of indebtedness, or Treasury bills of
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